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THRIFT SUPERVISION, OFFICE OF
New capital standards for savings and loans have been issued by the OTS in an interim
final rule (see the 11/8/89 Fed. Reg., pp. 46845-75).
Savings and loans must
have at least 1.5 percent tangible capital, consisting generally of common stock
plus retained earnings, and 3 percent core capital, consisting of tangible
capital plus supervisory goodwill, by 12/7/89.
Until 1/1/92, OTS said, thrifts
can count supervisory goodwill for up to half of their core capital requirement.
Thereafter, supervisory goodwill must gradually be replaced with tangible capital
and phased out by 1/1/95.
Thrifts must also meet a risk-based capital
requirement, which will be phased in on the same schedule as the requirement for
national banks, and which will reach 8 percent of risk-weighted assets after
12/31/92. The risk-based rule includes off-balance-sheet risks, as well as those
that are reported on the institutions' financial statements.
The OTS noted that
the risk-based capital rule was first proposed for thrifts by the Federal Home
Loan Bank Board, forerunner to OTS, in the 12/23/89 Federal Register (see the
1/23/88 Wash. Rpt.).
The following were described by OTS as important
differences from the earlier proposed rule:
1) The credit risk component has
been increased from 6 percent to 8 percent until the interest-rate-risk portion
of the rule is finalized by OTS. Until then, the interest-rate-risk component of
the proposed rule is excluded; 2) Mortgage-backed securities issued by the
Government National Mortgage Association are moved to the 0 percent risk
category, consistent with the rules for banks; 3) Certain low-risk, multi-family
housing is moved to the 50 percent risk category; 4) Equity investments are
required to be fully capitalized; and 5) A proposed provision to require capital
of 3 percent of collateralized borrowings for which specific assets are pledged
was dropped.
The OTS said the adoption of these three standards will "equalize
thrift capital standards with those of the commercial banking industry."
The
interim final rule incorporates provisions of the Financial Institutions Reform,
Recovery and Enforcement Act (FIRREA) of 1989.
The OTS said that because FIRREA
requires that a final capital regulation be adopted within 90 days of enactment
of the law, there was not time to provide for additional comment.
However, OTS
said comments are welcome and will be considered in determining whether future
revisions are appropriate.
For further information after reading the rule,
contact Robert Fishman at the OTS at 202/331-4592.

TREASURY, DEPARTMENT OF
Limitations on depreciation deductions for passenger automobiles that are first
placed in service during 1989 have been issued by the IRS in Revenue Procedure
89-64. A table for determining the amounts included in income by lessees of
passenger automobiles that are first leased during calendar year 1989 is also
provided in the revenue procedure.
The depreciation limitations for automobiles
first placed in service in 1989 are as follows:
$2,660 for the first tax year,
$4,200 for the second tax year, $2,550 for the third tax year, and $1,475 for
each succeeding year.
Revenue Procedure 89-64 is scheduled to be published in
Internal Revenue Bulletin 1989-47, dated 11/20/89.

The exchange of assets of a business for the assets of a similar business cannot be
treated as an exchange of a single property for another single property without
an analysis of the underlying assets exchanged, the IRS said in Revenue Ruling
89-121.
Such exchanges were examined in Revenue Ruling 89-121 in relation to
applying the provisions of section 1031 of the Internal Revenue Code. The ruling
clarifies Revenue Ruling 85-135 regarding the determination of like-kind property
in an exchange of multiple assets under section 1031 of the Code and Revenue
Ruling 57-365, which holds that the exchange of the assets of one business for
identical assets of another will be considered an exchange of property of a like
kind within the scope of section 1031 of the Code.
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In a related action, the IRS issued Revenue Procedure 89-63 announcing that
the IRS will not issue rulings or determination letters on the manner in which
like-kind property (other than real property) will be determined under Code
section 1031 in a transaction involving the exchange of the assets of similar or
identical businesses.
Revenue Ruling 89-121 and Revenue Procedure 89-63 are scheduled to be
published in Internal Revenue Bulletin 1989-47, dated 11/20/89.
For further
information after reading the documents, contact Christopher Rogers at the IRS at
202/377-9583.

Jesse A. Cota. CPA, has been named as director of the IRS Laguna Niguel District, the
IRS announced.
Mr. Cota is responsible for Federal tax matters in San Diego,
Imperial, Riverside, San Bernardino, and Orange counties, and a small portion of
Los Angeles County.
In Fiscal Year 1988, taxpayers in these counties filed 6.5
million returns and paid $23 billion in taxes.
Prior to assuming his new
position, Mr. Cota served as director of the Las Vegas District.
He has also
served as assistant director of the Fresno Service Center in Fresno, CA and of
the Los Angeles District, as well as chief of the audit division in Albuquerque,
NM.

THE WHITE HOUSE
Mary L, Schapiro has been nominated by President Bush to serve as a member of the SEC
for a five-year term expiring 6/5/94. it has been announced.
Ms. Schapiro has
served on the Commission since November 1988 when she was appointed by President
Reagan in a recess appointment to serve out the remainder of former Commissioner
Aulana Peters* term.
Prior to becoming a member of the SEC, Ms. Schapiro served
as general counsel and senior vice president for the Futures Industry
Association.
She has also served as counsel and executive assistant to the
chairman of the Commodities Futures Trading Commission and as a trial attorney
for the Commodity Futures Trading Commission in the Manipulation and Trade
Practice Investigations Unit of the Division of Enforcement.
Ms. Schapiro*s
nomination must be confirmed by the U.S. Senate.

SPECIAL:

PRESIDENT BUSH SIGNS BILL REPEALING SECTION 89

Language repealing Internal Revenue Code section 89 non-discrimination rules for
employee benefits was included as a part of a bill increasing the debt limit for
the U.S. government, which was passed by the Congress on 11/7/89 and signed by
President Bush on 11/8/89. The new law also repeals the minimum qualification
rules of section 89.
The repeal provisions provide that the repeal will take
effect as if included in section 1151 of the Tax Reform Act of 1986 and generally
reinstate the rules applicable before the enactment of section 89.

SPECIAL:

VACANCY ON HOUSE ENERGY AND COMMERCE COMMITTEE FILLED

Rep, Edolphus Towns (D-NY) has been named to fill the vacant seat on the House Energy
and Commerce Committee. The vacancy was created by the death in August of Rep.
Mickey Leland (D-TX). Rep. Towns resigned his seat on the House Public Works and
Transportation Committee in order to accept the Energy and Commerce Committee
assignment. He also serves on the House Government Operations Committee.
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SPECIAL:
The

AICPA ANNOUNCES 17TH ANNUAL NATIONAL CONFERENCE ON CURRENT SEC DEVELOPMENTS
AICPA's Seventeenth Annual Conference on Current SEC Developments has been
scheduled for 1/9-10/90 at the Grand Hyatt Washington in Washington, D.C.
SEC
Chairman Richard C. Breeden will deliver the keynote address.
Other featured
speakers include FASB Chairman Dennis R. Beresford and AICPA Chairman Charles
Kaiser, Jr.
The conference program features lectures and panel discussions by
senior SEC officials, FASB representatives and leading professional accountants
with considerable expertise in the field.
They will discuss a wide variety of
topics of current interest and concern and will review significant pronouncements
issued by the SEC during 1989 and planned for 1990. Specific scheduled sessions
include the following:
Current Projects in the Office of the Chief Accountant;
Developments in the Division of Enforcement; Current Developments in Accounting;
International
Accounting
Developments;
Developments
in
the
Division
of
Corporation Finance; Management Discussion and Analysis; and Emerging Issues Task
Force Update. The conference format is also designed to allow participants ample
opportunity to raise questions. Recommended CPE credit is 16 hours. For further
information,
contact the AICPA Meetings and Travel Services Division at
212/575-6451.

For further information contact Shirley Twillman at 202/737-6600.

AICPA Washington Report
American Institute of Certified Public Accountants
1455 Pennsylvania Ave., NW, Washington, D.C. 20004-1007
FIRST CLASS MAIL

